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L.ay mn Chairmen:
As your office resuccted on ¥arch 29, 1974, we are reporting on .

the Surcas ef Reclamation's cast of ceastructing the Garrison diversion
unit, one of ihe matters ycu included in your request of hoverter 14,
1973.

The expected increases in project cest discussed herein ere issues
which wa boiieve to be ratcrial and relevans to the congressicnal over-
sight and apure ~iatiors coemmiticas in censidering tie Bureau of
Reclamaticn$ appropriction request tTor fiscal year 1975.

Our findings are tentative as we have not completed our review
WOFk. We ¢XpCCt T0 vepsrtt in more Getail on ahi Lhe walllss U ve-
quested in th2 near future. )

IRTRODUCTION

The Garrison diversicn unit, a rultipurpose water resources develop-
ment project baing constreciod in Nertn Jaxota by the Bureau of Reciagma-
tion, was cuthorized by Fu-iic Law 05-103 eractad August 5, 1685, Under
soction o o tI2 act, tha Cengress estadlisned a ceiling on appropria-
ticns for constructing th: project ¢f 5207 million, pius or minus such
arounts, it ory, as iy to justified by reasen of ordinary fluctuations
in construciicn cosss as inzicated by engiagering cost indexes applicaole
to the typoes of construciicn 1nvotved -in the project.

According to the Curcou's approoriation justification for fiscal
year 1575, censteucticn ol tae Garricsn unit was estirmated to be about
18 percent coialote.  The fureau nac receivad eilotacnts totaling
$73.8 miilicn ohroueh guoe 30, 1974, noc ricuestoa 310.6 million addi-
Liona) for viscal jcer 1473, and naz estizated the talance to comolete
the project av S275.4 Tillion. Tro Furciu estimated the total Federal
obliyations required Tor ir2 Gerrilta unit.at $362.6 million.
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Since it wis not apparent wrether the $362.5 mill.on was within
the congressional cefling of 5207 millic~ as indexed, we directed our
review primarily at making such ¢ determinztion. we also examined
intc the accuracy of the estimated total Feceral obligations of
$362.8 million.

CONGRESSIUNAL APPROPRIATION CEILING

Bureau instructions, issued June 21, 1973, state that, if the esti-
mated totai Federal obligations exceed the ceiling, either the project
-ust be redesigned to place total costs within the ceiling or the Bureau
musi ask the Congress to increase the ceiling. In Jaruary 1974 the
Bureau approved special construction cost indexes for horth Dakota but
had not updated the ceiling on ~he basis of the Korth Dakota indexes,
nor did it include any ceiling “or estimated total Federal obligations
in its fizcal year 1975 appropriation Justification.

He computed <his ceiling at about $380 million for fiscal year 1975
by updating the original project plar with the North Dakota cost indexes
approved for the project, as provided in the Bureau's June 21, 1973,
inctructions. Bureau officials subsequentliv computed 2 ceiling and now
agree that their ceiling is about $380 million.

ACCURACY OF ESTINATED TOTAL
FEDERAL OBLIGATIUNS

Bureau irstructicns state that the total estimated preject cost 1is
tc be used to support its annual requests for construction funds and
tnat tie cost should be kept curr-ent for that purpose. For the several
reasons discussed herein, we believe that the 3562.8 nillicn estimate
for total Federal! obligations is not the most current availab'e and that
it probably understates the estimated cost of the Garrison unit from
about $42.1 million to about $66.1 miliion. In addition, the alterna-
tives being corsidered to settle the water guality dizpute with (anada,
if adopted, will further understate tne estimated cost of the Tarrison
unit from £5 million to $31 million.

Inconsistent methods o° computing costs

The costs of tae two irrigation areas, Oakes and La Moure, to be
constructec first we-e developed at tne bureau's tngireering and
Research Center. According to Center officials, these costs are sup-
ported by actual cxperience in the construction area and are equivalent
to the prices which were the basis for the special North Dakota con-
struction indoxes used in developing the comgressional cost ceiling for
the Garrison unit. Ysing the same bases 10 estimate costs and compute
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tne congressional ceilirg i1s n accordance with instructions included
in a letter, dated Jdanuary Zi, 1974, fron the Director of Design and
{onstruction at the tngireerir; and rResearch Cernter.

The Bureau also 1nciused & 1G-nercent allowance *or unlisted
jtems in the estimated custs for these two areas to compensate for the
cost of items generally not ircluded until the feature is finally
cesigned. Inclusion of the allowance compliec with the recormendaticn
in a letter, dated March 19, 1373, from the Lhief of the Division of
Planning Coordination at tne Injineering and Researcn Center. He
stated that the allowance should be included in estimated project costs
because experience had shown trat some projects, wnich had excludad the
allowanca, had deficient cost estimate. [when final designs were drawn
and bids for construction received). He said that, even if the ailow-
ance caused estimated costs to excesa the autheriiad ceiling, 1t was
better to recognize and face tre problem in che zdvance plannina stage
than to pass 1t on to the construction stage.

The estimated costs of the five other irrigation areas excluded
the allowance for unlisted items and were based on -tandard Bureau
cost indexes which understated costs actually being iucurrec in the
construction area.

We repriced the entire project, incluaing the five areas which had
not Deen updated on the basis of the special cost developed for North
Dakota, just as the Bureau nad done for the Qakes and La Mcure areas,
and we included the 10-percent allowance for unlisted items. This re-
pricing increased the estimated total! Federal obligations by $61 mil-
lion. Using the Engineerina ard Research Center's North Dakota prices
increased the cost by $29 miliion, and including the allowance for
ur.listed items increased the cost by $22 million.

A Bureau official in the Upper Hissouri region stated that esti-
nates developed at the Engineering and Research Lenter had overstated
tha costs actually being incurred. He said that, when repriced with
his estimate of North Dakota prices, the estimated cost of the entire
project was reduced by about $28 mitiion. If the official is correct,
the estimated understatement we computed would be reduced from $61 mil-
lion to 337 million. However, we are deferring our opinion on the need
for such a reduction unti)l we >ave nad time to analyze the supporting
documentation the Bure.u official gave us on May 1, 1974,

Land costs may be understated

Estimated land costs for the Garrison unit may be understated by
stput 8 miliion. Tne actual price the Bureay paid Tor land during
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fiscal year 1973 was $12C an acre. This exceeds by 543 an acre the
average cost (%83 an ecre) ircluded in the Bureau's estirzate.

We have no reason to assume that the 190,000 acres yet to be pur-
chased will cost less than tke average price paid in fiscal year 1973
when the Bureau estimated the total Federal nbligations. The average
cost of 4.000 acres purchases in fiscal year 1974 was $180 an acre.

Bureau officials tcld us that they would update land costs when
they developed 2 local cost index for land.

Costs of project changes not shown

Total estimated Federal obligations do not show the net effect on
costs of the project plan changes. For example, even though the Bureau
intends to build a sprinkler frrigation system, estimated costs the
Bureau included for irrigation were those for the gravity irrigation
system which was originally planned. The same is essentially true for
other project plan changes. The estimated cost of the items eliminated
or changed was simply transferred to the replacement items.

Although the Bureau has made some detailed cost studies, such as
for the changes to the sprinkler {rrigation systeme in the Cakes and
La Moure areas and for the realignment of the New Rockfird Canal, the
Bureau did not include these estimated costs {n its estimated total
Federal obligations,

Our anilysis of the comparable custs for the sprinkler irrigatien
systems for the Oakes-fast Side and L4 Moure areas indicates that the
sprinkler irrigatfon systems will cost about $41.2 miilion, which 1is
$3.6 million less than the cost ($44.8 million) of the gravity irriga-.
tion systems included i1 the original pian, as irdesed for the fiscal
year 1975 budget. A similar analysis indicates that the realigred
New Rockfcrd Canal will cost $16.1 millior. =ilh is $700,000 more than
the cost ($15.4 million} of the original plan, as indexed for the fiscal
year 1975 budyet.

A Bureau official said that the costs of project plan changes must
be updated before the Bureau can request appropriations for construction.
The Bureau has scheduled construction funds for the Oaktes and La Moure
irrigation systews., the New hockford Canal, and the James River improve-
ments for fiscal year 1976.

{osts resuiting from certain requirements not shown

Certain general legislation and revised construction siandards have
placed on the Bureau regquirements which wmere not included in the ©
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originally authorized project plan. The increases in estimated costs
resulting from such requirements are =ct included in the estimated
total Federal obligations.

For example, Public Law £?-874 reguires the Bureau to build nec-
essary roaas and bridges to hricher stancards, when applicable, to
replace those taken during construction. The National Envirommental
Policy Act of 1969 (83 Stat. 532} requires that envivonmental impect
staterents be prepared, and tre Bureau intends tc make addition2}
environnental statements whicn will include mcre information then it
gave in the overall statement it issued recertly. The tniforr Relo-
catfon Assistance and Real Progerty Acguisition Policies Act of 1670
(64 Stat. "894) requires Federal agencies to pay expenses, losses, and
certain allowances to indivicsals wio are relocated as a result ot a
Federa! progrem. Also, State and Federal antipoilution laws have
placed requirements on the Bureau whicn did not exist at the time of
the Garrison unit's authorization.

The Bureau has not yet determined the imcrease in estimated costs
resulting from the additional requirements. We noted, however, that the
Bureau had incurred costs of $3.7 wmiilion for iters that had already
teen affected by the new realirements. Bureau officials told us they
would update project cost: for tne additicnal reguirements when they
were able to develop a4 means “or estimating the increase *n costs for
the work not yet construrted.

Costs of project alternatives

Cstimated total Federal chbligations could be greatly increased be-
cause of possible expenditures required to settle tne orgoing project
water quality dispute with Carada.

Bureau s.udies show that the project return flows to *he Sourls
and Red Rivers, which flow into Canada, will degrade water quality in
these rivers, and the Government of {anada has protested. Such degra-
dation couid result in viclating the provisions of the Boundary Waters
Treaty with Great Britain, signed January 11, 1909. The Bureau has
devised various alternative agproathes ¢~ the originally authorized
plan, which will

--gompensate Canada with addityonal fresh water,

==develop only the iands #hich drain intc the
Missouri River and Devils Laxe basins, or
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--direct return fliows away frco the Scuris and Red
River basins.

“he Bureau said that it hoped to negotiate a settlement with
Cancga but that it planned to adopt one of the alternative plans if
that became necessary. "Ball park® estimates of the costs of the
aiternative plans Bureau . fficials gave us are from $3 miilion to
$31 milllon. Bureau officials ackrowledged that such a change or in-
crease in costs would probably have to be specifically authorized by
the Congre:s.

CONCLUSIONS

The Bureau has riot followed its procedures for controlling and
estimating total Federal obligations for the Garrison unit. As a re-
sult, the Bureau has probably underestimated from ahout $42.1 million
to about $66.1 million the total Federal obligations to be {ncurred.
Considering the items previously discussed, total Federal obligations
could range from 3404.9 million to $428.9 million. “n a2ither case,
the $330 million authorized ceiling, as indexed for the fiscal ,ear
1975 budget, would be exceeded by £24.9 million or $48.9 million, de-
pending on which amount {is used. I~ addition, the alternatives being
considered to settle the water quality dispute with Canada, 1f adopted,
will further increase the estimated cost of the Garrison unit, from
$5 miilion to $31 millton.

Bureau instructions state that an authorized appropriation ceil-
ing should be updated annually to serve as a control foer total Federal
obligations. Since tha instructions state alsoc that total project
costs should show the most current information available, these costs
should include

-~the costs for features actualiy planned fur construction,

--unit costs representative of costs actuvally incurred in
the construction area and equivalent to costs on which
the authorized appropriation cefling was based,

--allowances for the cost of items not generally included
until final designs are drawn, ard

~--increased costs for ftems affected by general legisla-
tion and chanced construction standards.
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The Bureau should update the astimated total Feceral obligations
for the above costs. If estimatec total Federal obligations exceed
the ceiling, the Bureau should so advise the Congress promptiy. Also,
since the Bureai. may have to adopt an alternative plan to settle the
water quality dispute with Cznada, the tureau should formally tell the
Congress about the dispute ard its possible effect on prnject costs.

L

We discussed the substance of the observaticas and conclusions
with Bureau officials, However, as requested by vour office, we have
not obtafrad the Bureau's or the Dezpartment of the Interior's formal
comments.

Sincerely yours,

- -}%7?7g£’!€;f,
Comptirod Ten Geftal.
Eetic2  of the United States
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